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L.. Sines mid-L070 worla patlay production has doclinad, 
stocks in al. countydtes have been drawn down, importing 
countries have been left with un£illcd demand, and pricas 
have moved up sharply. The harvest that began in August in 
the United States and in October in Asia is expected to. 
bring at least temporary xolie£. Output will not be adequate 
to rebuild stocks, however, and another period of short. 
supplies is expected in mid-1974. 

2. Following the bumper crop of 200 million tons (ex- 
cluding the PRC and North Vietnam) in 1969/70, world paddy 
output declined by bout 9% to 182 million tons in 1972/73. 
The first two years of the downturn reflected production 
cutbacks by some exporting countries and poor rice growing 
weather, crop discase, war, and pricing problems in a number 
of other countries. Output in 1972/73 declined sharply -- 
mainly because of poor monsoon rainfall in Asia, where most 
of the rice is grown and consumed. Production in the current 
crop year is expected to return to about 200 million tons. 
Improved weather in Asia and increases in the area planted 
around the world account for the increase. 


3. Less than 53 o£ the production normally enters 25X14 


intarnational trade and relatively few countries are exporters, 
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eavly LOW. to doplated stovths and pudeu inereasas of more 
than 50% by mid-1972. By mid-1973, stoexs ware the lowest 
on record and prices the highest. As a result, many import=- 
ing countries had to shift to other grains to feed their 
populations. By drawing on the current harvest, the United 
States will be able to maintain exports in 1973 at nearly 2 
million tons. Thailand, with depleted stocks and a later 
harvest, has less than 1 million tons availabl. for export 
this year, compared with 2 million tons in 1972. Thailand's 
much improved current crop probably will permit exports of 
about 1.6 million tons in 1974, and world exports may reach 
7.4 million tons, up from 6.5 million in 1973. 

4. Despite the improved crop outlook and larger exports 
in 1974, world demand will continue to press hard on supplies. 
Prices are dropping slightly as the US crop comes into the 
market and probably will decline further in early 1974 as the 
hai harvest becomes available for export. But supplies will 
be tight and prices will move up again before the next crop 
becomes available in the latter part of 1974. Demand for US 
exports on concessionary terns will continue to be high, but 
the rice may not be available at reasonable pricus. US rice 


experts predict that possibly two-thirds of the US crop will 
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5. Tha longer-rangs outlook is for continued sharp 
fluctuations in the world rice market. Even with increased 
use of high-yielding seeds, rice ‘output in Asia probably will 
increase by only about 3% annually. Several countries will 
yomain heavily dependent on imports, especially in years of 


poor crops. 
Introduction 


6. Since mid-1972 a number of countries of Asia, where 
most of the world's rice is grown and consumed, have been 
unable to buy the amounts needed to feed their growing popula- 
tions and curb steep increases in domestic prices. Tightness 
in the world rice market is the result of a decline in world 
rice production during the past three years. 

Production Trends in Recent Years 

7. World paddy prcduction, axcluding the PRC and North 
Vietnam,* declined for three successive years following a 
peak output of about 200 million tons in 1969/70 (see Table 1). 
The downtrend resulted from production cutbacks in some export- 


ing countries and poor weather, crop Gisease, war, and pricing 


errant A EAC LS OC SE A ILL é F 
® No reliable tire series is available for the PIC or North Vietnan. The 
PRO produced an estirated 105 million to 110 million tons of paddy in crop 
~ ae ae. i ° ~ Sy 
yoar 1971/72. (Cxep years begin on 1 August of the First stated year.) 
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stocka.* With stocks al double the desised levels, thea US 
yovernmont, undur its price support and acreayo controls 
progyam, reduced acreaga planted to rice by 25% in 1969=70. 
Production dropped by 20% during the two years. An additional 
10% reduction in acreage planned for 1972 was rescinded when 
it became clear that some Asian countries would need more 
imports in 1972/73. In 1959 Japan began to reduce its 6 
million tons of stocks by promoting other crops, using 1 
million to 2 million tons annually for feed and industrial 
uses, and exporting supplies on long-term credit, although it 
had not previously been an exporter. In three years, produc- 
tion dropped by 28% and stocks by 70%. 

9, Rice output in other major producing countries de- 
clined moderately in 1970/71 and 1971/72 for various reasons, 
and then dropped sharply in 1972/73 because of widespread 
poor weather. Bangladesh was hit by cyclones in 1970 and 
civil war in 1971 and 1972; output in Cambodia and South 
Vietnam was interrupted by war; shortsighted pricing policies 
helped to depress output in Burma, Indonesia, Cambodia, the 
Philippines, and Malagasy. Last year, erratic and sparse 


rainfall across Asia, Africa, the Middle East, and South 
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ayardoa caused a Yo drop in production.  Revent breneds din 
veri orodustian arg indicated by the ¢olleawing dndanas. 
US ana World 
Sarr Ochoer Total 
1969/70 100 100 100 
1970/71. 88 99 98 
1971/72 74 | 99 96 
1972/73 84 92 91 
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Rice Trade and Prices 


10. Most rice is consumed in the producing country; 
less than 5% of world output enters international trade. 
Therefore, even minor shifts in production or stock accumula- 
tion may have a large effect on trade. When production de- 
clines, demand for imports nermally rises even though each 
country attempts to offset a crop shortfall by belt-tighen~ 
ing, drawing down stocks, and switching to other fosdacadne 
If exportable stocks have already been drawn down, world 
prices can rise sharply. All of these elements were present | 
in 1972, as the world rice market shifted from a condition of 
readily available supplies to one of shortages. 

ll. In 1970/71, surplus stocks in exporting countries 
Gepressed world prices and brought special export efforts. 

Exports increased from 6.8 million tons* in 1969 to 7.8 million 
¥ Altooug worlaside pecduction data are available on a paddy and crop year 


basis, trade data are availedle only for milled rice by calenlar year. 
Milling rates vary frcm 0.60 to 0.75. An average rate of 0.65 is used to 


convert cadéy data to milled rice equivalents. 
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Lang dn Lov! (sau diable 2). Thadland and Burma, in particular, 


ub pekceg, Dy Avril/Nay LUfL, wordkd onport prdcas wore abejays 
“0% lowor “iin tyve yours carlier,. Japan and the United Gta, 
Offered risa on sofk long-tuem credit. Over 70% of US ox a 


in 1971/72 consisted of PL=480 sales and grants. Some Asiu;, 


countries took advantage of the low prices and easy credit t5 


raise consumption, substituting rice for less preferred grains, 


South Korea, which had increased imports steadily since 1965, 
imported more than 1 million tons in 1971. Indonesia imported 
between 500,000 and 1 million tons each year during 1970-72. 
The Philippines, South Vietnam, and Cambodia increased impores 
to offset production problems. The resulting trends in worid 
exports and prices are indicated in Table 3. 


12. The export situation changed rapidly in mid-1972. 


Surplus gids had been liquidated and prospects for the 1872,’7? 


crop were poor. In the Northern Hemisphere, stocks are normally 


at their seasonal low from June or July until the new harves* 
begins -- in August in the United States and several months 


later in Asian countries. In mid-1972, Thailand, Burma, anc 


Brazil temporarily restricted exports because of domestic shert- 


ages and steeply rising internal prices. Japan and Pakista* 

. had only small quantities of poor-quality rice available fer 
export in the last half of the year. By 1 August, the US 
carryover stock was down substantially, and much of it alrest¥ 


was committed. Despite these problems, world exports reac" 
Gs 
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aw rocoved Lavell of about 6.3 million tong an 1972. a number 
or Addan counlehas navorlhuloss were left etth uniliacd re= 
auedts ana hud to disport othar foodgraing instead of rice. 
wy Docenber 1972, enport prices had tnemeisad 40-502 con~ 
parad with a year eaxlier (Table 4). 


Es 1973 


Bones During 1973 
13. Only some. 6.5 million tons of rice will be exported 
this. year. Export sales were small. and sporadic from June 
until the US erop became available .and prices increased by 
nenele S08 since January (Table 5). Thailand ceased quoting 
export prices in March and banned further large export comit- 
ments in June until the size of its 1973/74 crop could be | 
determined. Limited rice exports , were resumed in October 

and price quotes for the winter harvest may be issued in 
November. Burma and . ttaly also banned exports to protect 
domestic markets. These three countries may account for the 
total decline of ae 8 million tons expected this year. 

“14. The United States is the only major exporter that 
ships much of the fall harvest before the end of the calendar 
year. “The Elkst part of the crop is normally available for 
export in September. This year's poor weather (which delayed 
both planting and harvesting) and low stocks held exports in 
August and September to 150,000 tons -- about 40% less than 
last year. Shipments are expected to mova rapidly during the 


last quarter, and the 1973 volume should acproach the 2.0 


om 


Approved For Release mem Giir e: GIA: RDPB61}00875R001900010010-6 


phe 


Se eens eee tata 


Approved For Release 2006/09/40 Nd Jaber etrhOd7sro01 900010010-6 


ridlien tons osported in 1972, Export prices appear to hava 


reaked dn October. Doth US domestic and export sales ware 
tisk din late Oetobar and early Novamber at slightly reducid 
weieces. Prices are expectad to decline further when the Thai 
crop comes on the markat latey this year. 

Current Crop Outlook and 1974 Trade Prospects 

15. The 1973/74 rice euopile: Gxoasked to be excellent, 
probably equaling the previous record. Monsoon rains in Asia 
were fuvorable; acreage was expanded in most countries; summer 
floods and typhoons caused only limited damage; ard harvesting, 
although just getting under way in southern Asia, is progress- 
ing well. Production data for individual countries are still 
tentative, but the estimates presented in Table j. show that 
output in all major Asian producers except Japan and Cambodia 
is expected to about equal or exceed 1969/70 ievels. Although 
Japan did not expand acreage this year, output increased due 
to higher yields. The rice crop in Pakistan was not damaged 
as much by the September floods as was first expected. 

16. US farmers were permitted to expand acreage by 20% 
this year, but production is not expected to increase to the 
same extent. The generally late spring and storm damage in 
the southern growing areas during September reduced the crop, 
according to USDA's 1 November estimate, to 4.3 million tons, 
a 123 increase over last year. Italy is harvesting about 1.0 


million tons, a 108 increase over last year. Other countries 
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that contribute to thu os *POLL Market aro onpated to have 
normal erops on the average, 

He A seger Grove will moan a more confortable Supply 
Situation in a number of Asian countyios during the early 
part of 1974, but mors chan ona good crop will be required 
to replenish stocks, since domand will continue strong. By 
mid-1974, supplies will kecome tight and prices high again, 
although the shortage is not likely to be as severe as this 
oon It is estimated that exports in 1974 will be about 
7.4 million tons, up by nearly 1 million tons from 1973, but 
still considerably below the 1972 high (Table 2). ‘This level! 
Will not alloy importing countries to obtain all they want 
for current consumption and stock rebuilding. South Korea, 
the Philippines, Indonesia, South Vietnam, Cambodia, and 
Bangladesh will want more rice than is likely to be available 
to them -- particularly if world prices decline somewhat. 
Thailand, on the other hand, will have a comfortable domestic 
situation if production increases by 1.3 million tons (milled 
vice basis) and expoxts by only 650,000, as currently forecast, 

18. Of the approximately 2 million tong available for 
export from the US crop, about 600,060 tons probably will be 
Shipped under the PL-480 program, mainly to South Vietnam and 
Cambodia. PL-480 exports were 1.3 Million tons from the 
1971/72 crop and 940,000 tons from last year's crop. There is 


Still some question whether 600,000 tons can be purchased for 
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this purpose without disturbing commercial axports, ag the 
Law requires, TF the tight market eases Laker this yaar and 
jis stable during early 1974, careful buying dm smakl quanti- 
ties may not siyniftcantly inerease prices. MNevertholess, 
US exporters predict that commorcLal export commitments may 
amount to 1.2 million tons by the end of December, leaving 
little more than the projected PL=480 tonnage available for 
‘sale in the first eight months of 1974. 

19. Next year's rice market could be eased measurably 
if the PRC had a good crop and decided to increase rice 
exports as it did in 1966 and 1967, when world prices were 
unusually high. At that time, it exported more than 1 million 
tons annually, compared with exports of 600,000 to 800,000 
tons during 1963-65. The PRC had a poor agricultural year in 
1972 and this year has not been much better. Peking is pay- 
ing high prices for its increased imports of wheat and corn 
this year. This suggests that the PRC will not increase >rice 
exports, but it could be tempted by high prices. China will 
produce 100-105 million tons this year. 
Future Crop Prospects 

20. Rice production in the United States probably will 
increase substantially in 1974, provided ‘hat prices do not 
decline markedly before the spring planting season. The USDA | 
has announced the removal of rice marketing quotas and fixed 


price supports at 65% of parity for a minimum acreage ~~ 
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hedges that could diated oubpue by 30-405 dn one vee. 
dager alo ds again expinding acreage, and several othes Asion 
vountries ara txying hard to inerease production. sox most 
countries, howaver, output will as usual depend mostly on the 
weather. 

21. Given average weather, output in Asia during the next 
saveral years will increase at about an average of 3% annually, 
a rate barely sufficient to keep pace with population growth 
and provide modestimprovements in diets. The use of high- 
yielding seeds continues to spread slowly ~-- to about 173 of 
the total rice acea of South and Southeast Asia in 1971/72 -- 
but average yields have remained low for lack of fartilizer 
and irrigation. Research is continuing to improve cooking 
qualities and disease resistance, two factors which iimited 
their use at first. The major long-term problem ir. achieving 
the potential of the high-yielding seeds in developing countries 
is the small size of the area that has adequately controlled 


water supply. 
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World Total b/ 200 19§ 193 182 209 

Unitad States 4.1 3.8 3.9 3.9 4,3 

Japan 18.2 15.9 43.6 | 14.9 15.3 

tlajor Asian Producers 

' Thailand ‘13.4 13.6 13.7 12.0 14.0 
Bangladesh 18.2 16.7 15.0 15.0 18.0 

» Burma 8.0 8.1] 8.2 6.8 8.0 
Cambodia . 3.8 3.8 2.7 1.0 0.8 
India ; 60.6 63.7 64.5 55.5 65.0 
Indonesia 16.2 18.4 19.3 18.8 19.0 
Pakistan 3.5 3.2 3.4 3x0 3.5 
Philippines bee Bad 5.1 4,6 5.3 
South Korea 5.5 5.6 5.8 5.3 5.5 
South Vietnam 5.1 5.7 6.3 5.9 6.1 
Taiwan 3.0 | 2.9 2.7 3.1 3.9 

Other 35.2 29.3 28.8 31.7 31.3 


a. For crop year beginning 1 August of first stated year. 

b, excluding PRC and North Vietnam, for which reliable data are not 
available on an annual basis. PRC paddy production is estimated at 105 

to 110 million tons in 1971/72. 

c. Preliminary, For:'a few countries, significant differences exist be- 
tween the estimates published by USDA and information available from other 
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AUSTRALIA 12), 18h 172 140 220 
BRAZIL 5 24 W4 125 oO 
BURMA 29 ~~ BOD 510 100 300 

PRC 935 P45 800 900 ago 
Eyer Lu S45 USB 280 500 
ITALY 3u? N38 ueB 200 500 
JAPAN bI0 00 200 LS0 200 
PAKISTAN uB2 UB? 300 700 Loo 
THATLAND WOL2 Sth 207b 450  InbOD 
UNITED STATES 740 WsHLS «=D BDO 
OTHERS 7b sb 75 yoo Loo 

TOTAL 2o5b, 2,600 81300 6.500 2.4e0 
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B. FOPECAST, BASED ON ESTIMATED PRODUCTION AND DONESTIC DEMAND DURING 
CURRENT Cu? YEAR- 
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Export Volume Average Price 
1963 100 100 
1964 104 . 95 
965 109 95 
1966 103 115 
1967 96 154 
1968 88 14) 
1969 92 130 
1970 103 99 
1971 106 89 
1972 113 106 
1973 af, 88 160 


a. Estimated for the whole of 1973. 
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Table 4 


THATLAND! TILLED RICE EXPORT PRICES a/ 
tte la cancer ett Uo Ol loPs perale tied eo Tor 
1969 1970 197] 1972 1973 


January 181.29 154.20 139.20 133.81 191.50 
February 178.80 151.20 125.10 129.50 194.00 


March 185.28 143.04 115.20 130.50 208.05b/ 
‘April 183.60 139.20 112.80 131.05 
May 190.80 139.20 123.84 135.35 
June 197.76 141.60 ° 127.20 135.35 
July 198.60 142.80 129.00 147.35 
August 188.40 145.68 131.52 171.09 


September 186.68 142.20 136.20 166.20 
October 185.40 142.50 133.80 170.90 
November 186.00 141.60 130.80 178.00 
Decemver 178.56 138.00 127.80 188.80 


a. Prices relate to first-quality Thai white rice (5% 


brokens), which is traditionally used to indicate worl 
price trends. The data are for the end of the month. 
The prices are f.o.b. Bangkok. 

b. Thailand suspended price quotations on 5 March 1973. 
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WAITED STATES: PELLED RICE WHOLESALE PRICE a/ 


US Dollars per Metric Ton 
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O71 1972 1973 
Annual Average S19] S216 $930b/ 
January 190 196 284 | 
February 190 196 284 ! 
March 190 196 284 
April 190 196 337 
May 185 201 337 
June 192 201 337 
July 192 201 337 
August 192 201 359 
September 192 220 408 
October 192 231 
November 192 276 | 
December 196 276 | 


a/ Price in New Orleans market. 


b/ January-September average. 
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